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in the Midwest.362 |n this instance,
creditors may use printed forms for the
consumer to waive the right to rescind.
This exemption to paragraph (e)(1) of
this section shall expire one year from
the date an area was declared a major
disaster.

(3) The consumer’s need to obtain
funds immediately shall be regarded as
a bona fide personal financial emer-
gency provided that the dwelling secur-
ing the extension of credit is located in
an area declared during June through
September 1994 to be a major disaster
area, pursuant to 42 U.S.C. 5170, be-
cause of severe storms and flooding in
the South.3%b |n this instance, credi-
tors may use printed forms for the con-
sumer to waive the right to rescind.
This exemption to paragraph (e)(1) of
this section shall expire one year from
the date an area was declared a major
disaster.

(4) The consumer’s need to obtain
funds immediately shall be regarded as
a bona fide personal financial emer-
gency provided that the dwelling secur-
ing the extension of credit is located in
an area declared during October 1994 to
be a major disaster area, pursuant to 42
U.S.C. 5170, because of severe storms
and flooding in Texas.3¢¢ In this in-
stance, creditors may use printed
forms for the consumer to waive the
right to rescind. This exemption to
paragraph (e)(1) of this section shall ex-
pire one year from the date an area was
declared a major disaster.

(f) Exempt transactions. The right to
rescind does not apply to the following:

(1) A residential mortgage trans-
action.

36a A |ist of the affected areas will be main-
tained by the Board.

36b A list of the affected areas will be main-
tained and published by the Board. Such
areas now include parts of Alabama, Florida,
and Georgia.

36c A list of the affected areas will be main-
tained and published by the Board. Such
areas now include the following counties in
Texas: Angelina, Austin, Bastrop, Brazos,
Brazoria, Burleson, Chambers, Fayette, Fort
Bend, Galveston, Grimes, Hardin, Harris,
Houston, Jackson, Jasper, Jefferson, Lee,
Liberty, Madison, Matagorda, Montgomery,
Nacagdoches, Orange, Polk, San Augustine,
San Jacinto, Shelby, Trinity, Victoria,
Washington, Waller, Walker, and Wharton.
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(2) A credit plan in which a state
agency is a creditor.

[Reg. Z, 46 FR 20892, Apr. 7, 1981, as amended
at 54 FR 24688, June 9, 1989; 58 FR 40583, July
29, 1993; 59 FR 40204, Aug. 5, 1994; 59 FR 63715,
Dec. 9, 1994; 66 FR 17338, Mar. 30, 2001; 72 FR
63474, Nov. 9, 2007]

§226.16 Advertising.

(a) Actually available terms. If an ad-
vertisement for credit states specific
credit terms, it shall state only those
terms that actually are or will be ar-
ranged or offered by the creditor.

(b) Advertisement of terms that require
additional disclosures. If any of the
terms required to be disclosed under
§226.6 is set forth in an advertisement,
the advertisement shall also clearly
and conspicuously set forth the fol-
lowing: 3¢d

(1) Any minimum, fixed, transaction,
activity or similar charge that could be
imposed.

(2) Any periodic rate that may be ap-
plied expressed as an annual percent-
age rate as determined under §226.14(b).
If the plan provides for a variable peri-
odic rate, that fact shall be disclosed.

(3) Any membership or participation
fee that could be imposed.

(c) Catalogs or other multiple-page ad-
vertisements; electronic advertisements. (1)
If a catalog or other multiple-page ad-
vertisement, or an electronic adver-
tisement (such as an advertisement ap-
pearing on an Internet Web site), gives
information in a table or schedule in
sufficient detail to permit determina-
tion of the disclosures required by
paragraph (b) of this section, it shall be
considered a single advertisement if:

(i) The table or schedule is clearly
and conspicuously set forth; and

(if) Any statement of terms set forth
in §226.6 appearing anywhere else in
the catalog or advertisement clearly
refers to the page or location where the
table or schedule begins.

(2) A catalog or other multiple-page
advertisement or an electronic adver-
tisement (such as an advertisement ap-
pearing on an Internet Web site) com-
plies with this paragraph if the table or

36dThe disclosures given in accordance
with §226.5a do not constitute advertising
terms for purposes of the requirements of
this section.
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schedule of terms includes all appro-
priate disclosures for a representative
scale of amounts up to the level of the
more commonly sold higher-priced
property or services offered.

(d) Additional requirements for home
equity plans—(1) Advertisement of terms
that require additional disclosures. If any
of the terms required to be disclosed
under §226.6(a) or (b) or the payment
terms of the plan are set forth, affirma-
tively or negatively, in an advertise-
ment for a home equity plan subject to
the requirements of §226.5b, the adver-
tisement also shall clearly and con-
spicuously set forth the following:

(i) Any loan fee that is a percentage
of the credit limit under the plan and
an estimate of any other fees imposed
for opening the plan, stated as a single
dollar amount or a reasonable range.

(ii) Any periodic rate used to com-
pute the finance charge, expressed as
an annual percentage rate as deter-
mined under section §226.14(b).

(iii) The maximum annual percent-
age rate that may be imposed in a vari-
able-rate plan.

(2) Discounted and premium rates. If an
advertisement states an initial annual
percentage rate that is not based on
the index and margin used to make
later rate adjustments in a variable-
rate plan, the advertisement also shall
state with equal prominence and in
close proximity to the initial rate:

(i) The period of time such initial
rate will be in effect; and

(if) A reasonably current annual per-
centage rate that would have been in
effect using the index and margin.

(3) Balloon payment. If an advertise-
ment contains a statement of any min-
imum periodic payment and a balloon
payment may result if only the min-
imum periodic payments are made,
even if such a payment is uncertain or
unlikely, the advertisement also shall
state with equal prominence and in
close proximity to the minimum peri-
odic payment statement that a balloon
payment may result, if applicable.3%e A
balloon payment results if paying the
minimum periodic payments does not
fully amortize the outstanding balance
by a specified date or time, and the
consumer is required to repay the en-

36e [Reserved]
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tire outstanding balance at such time.
If a balloon payment will occur when
the consumer makes only the min-
imum payments required under the
plan, an advertisement for such a pro-
gram which contains any statement of
any minimum periodic payment shall
also state with equal prominence and
in close proximity to the minimum
periodic payment statement:

(i) That a balloon payment will re-
sult; and

(ii) The amount and timing of the
balloon payment that will result if the
consumer makes only the minimum
payments for the maximum period of
time that the consumer is permitted to
make such payments.

(4) Tax implications. An advertisement
that states that any interest expense
incurred under the home-equity plan is
or may be tax deductible may not be
misleading in this regard. If an adver-
tisement distributed in paper form or
through the Internet (rather than by
radio or television) is for a home-eq-
uity plan secured by the consumer’s
principal dwelling, and the advertise-
ment states that the advertised exten-
sion of credit may exceed the fair mar-
ket value of the dwelling, the adver-
tisement shall clearly and conspicu-
ously state that:

(i) The interest on the portion of the
credit extension that is greater than
the fair market value of the dwelling is
not tax deductible for Federal income
tax purposes; and

(i) The consumer should consult a
tax adviser for further information re-
garding the deductibility of interest
and charges.

(5) Misleading terms. An advertise-
ment may not refer to a home equity
plan as ‘‘free money’ or contain a
similarly misleading term.

(6) Promotional rates and payments—(i)
Definitions. The following definitions
apply for purposes of paragraph (d)(6)
of this section:

(A) Promotional rate. The term ‘“‘pro-
motional rate’” means, in a variable-
rate plan, any annual percentage rate
that is not based on the index and mar-
gin that will be used to make rate ad-
justments under the plan, if that rate
is less than a reasonably current an-
nual percentage rate that would be in
effect under the index and margin that
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will be used to make rate adjustments
under the plan.

(B) Promotional payment. The term
“promotional payment’” means—

(1) For a variable-rate plan, any min-
imum payment applicable for a pro-
motional period that:

(i) Is not derived by applying the
index and margin to the outstanding
balance when such index and margin
will be used to determine other min-
imum payments under the plan; and

(ii) Is less than other minimum pay-
ments under the plan derived by apply-
ing a reasonably current index and
margin that will be used to determine
the amount of such payments, given an
assumed balance.

(2) For a plan other than a variable-
rate plan, any minimum payment ap-
plicable for a promotional period if
that payment is less than other pay-
ments required under the plan given an
assumed balance.

(C) Promotional period. A ‘“‘pro-
motional period” means a period of
time, less than the full term of the
loan, that the promotional rate or pro-
motional payment may be applicable.

(ii) Stating the promotional period and
post-promotional rate or payments. If any
annual percentage rate that may be ap-
plied to a plan is a promotional rate, or
if any payment applicable to a plan is
a promotional payment, the following
must be disclosed in any advertise-
ment, other than television or radio
advertisements, in a clear and con-
spicuous manner with equal promi-
nence and in close proximity to each
listing of the promotional rate or pay-
ment:

(A) The period of time during which
the promotional rate or promotional
payment will apply;

(B) In the case of a promotional rate,
any annual percentage rate that will
apply under the plan. If such rate is
variable, the annual percentage rate
must be disclosed in accordance with
the accuracy standards in §§8226.5b, or
226.16(b)(1)(ii) as applicable; and

(C) In the case of a promotional pay-
ment, the amounts and time periods of
any payments that will apply under
the plan. In variable-rate transactions,
payments that will be determined
based on application of an index and

§226.16, Nt.

margin shall be disclosed based on a
reasonably current index and margin.

(iii) Envelope excluded. The require-
ments in paragraph (d)(6)(ii) of this
section do not apply to an envelope in
which an application or solicitation is
mailed, or to a banner advertisement
or pop-up advertisement linked to an
application or solicitation provided
electronically.

(e) Alternative disclosures—television or
radio advertisements. An advertisement
for a home-equity plan subject to the
requirements of §226.5b made through
television or radio stating any of the
terms requiring additional disclosures
under paragraph (b) or (d)(1) of this sec-
tion may alternatively comply with
paragraph (b) or (d)(1) of this section
by stating the information required by
paragraph (b)(2) of this section or para-
graph (d)(2)(ii) of this section, as appli-
cable, and listing a toll-free telephone
number, or any telephone number that
allows a consumer to reverse the phone
charges when calling for information,
along with a reference that such num-
ber may be used by consumers to ob-
tain additional cost information.

[Reg. Z, 46 FR 20892, Apr. 7, 1981, as amended
at 54 FR 13867, Apr. 6, 1989; 54 FR 24688, June
9, 1989; 54 FR 28665, July 7, 1989; 58 FR 40583,
July 29, 1993; 59 FR 40204, Aug. 5, 1994; 59 FR
63715, Dec. 9, 1994; 66 FR 17338, Mar. 30, 2001;
72 FR 63474, Nov. 9, 2007; 73 FR 44599, July 30,
2008]

EFFECTIVE DATE NOTE: At 74 FR 5419, Jan.
29, 2009, §226.16 was revised, effective July 1,
2010. For the convenience of the user, the re-
vised text is set forth as follows:

§226.16 Advertising.

(a) Actually available terms. If an advertise-
ment for credit states specific credit terms,
it shall state only those terms that actually
are or will be arranged or offered by the
creditor.

(b) Advertisement of terms that require addi-
tional disclosures. (1) Any term required to be
disclosed under §226.6(b)(3) set forth affirma-
tively or negatively in an advertisement for
an open-end (not home-secured) credit plan
triggers additional disclosures under this
section. Any term required to be disclosed
under §226.6(a)(1) or (a)(2) set forth affirma-
tively or negatively in an advertisement for
a home-equity plan subject to the require-
ments of §226.5b triggers additional disclo-
sures under this section. If any of the terms
that trigger additional disclosures under this
paragraph is set forth in an advertisement,
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the advertisement shall also clearly and con-
spicuously set forth the following: 36d

(i) Any minimum, fixed, transaction, activ-
ity or similar charge that is a finance charge
under §226.4 that could be imposed.

(ii) Any periodic rate that may be applied
expressed as an annual percentage rate as de-
termined under §226.14(b). If the plan pro-
vides for a variable periodic rate, that fact
shall be disclosed.

(iii) Any membership or participation fee
that could be imposed.

(2) If an advertisement for credit to finance
the purchase of goods or services specified in
the advertisement states a periodic payment
amount, the advertisement shall also state
the total of payments and the time period to
repay the obligation, assuming that the con-
sumer pays only the periodic payment
amount advertised. The disclosure of the
total of payments and the time period to
repay the obligation must be equally promi-
nent to the statement of the periodic pay-
ment amount.

(c) Catalogs or other multiple-page advertise-
ments; electronic advertisements. (1) If a cata-
log or other multiple-page advertisement, or
an electronic advertisement (such as an ad-
vertisement appearing on an Internet Web
site), gives information in a table or sched-
ule in sufficient detail to permit determina-
tion of the disclosures required by paragraph
(b) of this section, it shall be considered a
single advertisement if:

(i) The table or schedule is clearly and con-
spicuously set forth; and

(ii) Any statement of terms set forth in
§226.6 appearing anywhere else in the catalog
or advertisement clearly refers to the page
or location where the table or schedule be-
gins.

(2) A catalog or other multiple-page adver-
tisement or an electronic advertisement
(such as an advertisement appearing on an
Internet Web site) complies with this para-
graph if the table or schedule of terms in-
cludes all appropriate disclosures for a rep-
resentative scale of amounts up to the level
of the more commonly sold higher-priced
property or services offered.

(d) Additional requirements for home-equity
plans—(1) Advertisement of terms that require
additional disclosures. If any of the terms re-
quired to be disclosed under §226.6(a)(1) or
(a)(2) or the payment terms of the plan are
set forth, affirmatively or negatively, in an
advertisement for a home-equity plan sub-
ject to the requirements of §226.5b, the ad-
vertisement also shall clearly and conspicu-
ously set forth the following:

(i) Any loan fee that is a percentage of the
credit limit under the plan and an estimate
of any other fees imposed for opening the

36d [Reserved]
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plan, stated as a single dollar amount or a
reasonable range.

(ii) Any periodic rate used to compute the
finance charge, expressed as an annual per-
centage rate as determined under §226.14(b).

(iii) The maximum annual percentage rate
that may be imposed in a variable-rate plan.

(2) Discounted and premium rates. If an ad-
vertisement states an initial annual percent-
age rate that is not based on the index and
margin used to make later rate adjustments
in a variable-rate plan, the advertisement
also shall state with equal prominence and
in close proximity to the initial rate:

(i) The period of time such initial rate will
be in effect; and

(ii) A reasonably current annual percent-
age rate that would have been in effect using
the index and margin.

(3) Balloon payment. If an advertisement
contains a statement of any minimum peri-
odic payment and a balloon payment may re-
sult if only the minimum periodic payments
are made, even if such a payment is uncer-
tain or unlikely, the advertisement also
shall state with equal prominence and in
close proximity to the minimum periodic
payment statement that a balloon payment
may result, if applicable.3¢e A balloon pay-
ment results if paying the minimum periodic
payments does not fully amortize the out-
standing balance by a specified date or time,
and the consumer is required to repay the
entire outstanding balance at such time. If a
balloon payment will occur when the con-
sumer makes only the minimum payments
required under the plan, an advertisement
for such a program which contains any state-
ment of any minimum periodic payment
shall also state with equal prominence and
in close proximity to the minimum periodic
payment statement:

(i) That a balloon payment will result; and

(ii) The amount and timing of the balloon
payment that will result if the consumer
makes only the minimum payments for the
maximum period of time that the consumer
is permitted to make such payments.

(4) Tax implications. An advertisement that
states that any interest expense incurred
under the home-equity plan is or may be tax
deductible may not be misleading in this re-
gard. If an advertisement distributed in
paper form or through the Internet (rather
than by radio or television) is for a home-eq-
uity plan secured by the consumer’s prin-
cipal dwelling, and the advertisement states
that the advertised extension of credit may
exceed the fair market value of the dwelling,
the advertisement shall clearly and con-
spicuously state that:

36e [Reserved]
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(i) The interest on the portion of the Credit
extension that is greater than the fair mar-
ket value of the dwelling is not tax deduct-
ible for Federal income tax purposes; and

(ii) The consumer should consult a tax ad-
viser for further information regarding the
deductibility of interest and charges.

(5) Misleading terms. An advertisement may
not refer to a home-equity plan as ‘‘free
money’’ or contain a similarly misleading
term.

(6) Promotional rates and payments—(i) Defi-
nitions. The following definitions apply for
purposes of paragraph (d)(6) of this section:

(A) Promotional rate. The term ‘“‘pro-
motional rate” means, in a variable-rate
plan, any annual percentage rate that is not
based on the index and margin that will be
used to make rate adjustments under the
plan, if that rate is less than a reasonably
current annual percentage rate that would
be in effect under the index and margin that
will be used to make rate adjustments under
the plan.

(B) Promotional payment. The term ‘‘pro-
motional payment’ means:

(1) For a variable-rate plan, any minimum
payment applicable for a promotional period
that:

(i) Is not derived by applying the index and
margin to the outstanding balance when
such index and margin will be used to deter-
mine other minimum payments under the
plan; and

(ii) Is less than other minimum payments
under the plan derived by applying a reason-
ably current index and margin that will be
used to determine the amount of such pay-
ments, given an assumed balance.

(2) For a plan other than a variable-rate
plan, any minimum payment applicable for a
promotional period if that payment is less
than other payments required under the plan
given an assumed balance.

(C) Promotional period. A ‘“‘promotional pe-
riod” means a period of time, less than the
full term of the loan, that the promotional
rate or promotional payment may be appli-
cable.

(ii) Stating the promotional period and post-
promotional rate or payments. If any annual
percentage rate that may be applied to a
plan is a promotional rate, or if any payment
applicable to a plan is a promotional pay-
ment, the following must be disclosed in any
advertisement, other than television or radio
advertisements, in a clear and conspicuous
manner with equal prominence and in close
proximity to each listing of the promotional
rate or payment:

(A) The period of time during which the
promotional rate or promotional payment
will apply;

(B) In the case of a promotional rate, any
annual percentage rate that will apply under
the plan. If such rate is variable, the annual
percentage rate must be disclosed in accord-

§226.16, Nt.

ance with the accuracy standards in §§226.5b
or 226.16(b)(1)(ii) as applicable; and

(C) In the case of a promotional payment,
the amounts and time periods of any pay-
ments that will apply under the plan. In
variable-rate transactions, payments that
will be determined based on application of an
index and margin shall be disclosed based on
a reasonably current index and margin.

(iii) Envelope excluded. The requirements in
paragraph (d)(6)(ii) of this section do not
apply to an envelope in which an application
or solicitation is mailed, or to a banner ad-
vertisement or pop-up advertisement linked
to an application or solicitation provided
electronically.

(e) Alternative disclosures—television or radio
advertisements. An  advertisement made
through television or radio stating any of
the terms requiring additional disclosures
under paragraphs (b)(1) or (d)(1) of this sec-
tion may alternatively comply with para-
graphs (b)(1) or (d)(1) of this section by stat-
ing the information required by paragraphs
(b)(1)(ii) or (d)(1)(ii) of this section, as appli-
cable, and listing a toll-free telephone num-
ber, or any telephone number that allows a
consumer to reverse the phone charges when
calling for information, along with a ref-
erence that such number may be used by
consumers to obtain the additional cost in-
formation.

() Misleading terms. An advertisement may
not refer to an annual percentage rate as
“fixed,”” or use a similar term, unless the ad-
vertisement also specifies a time period that
the rate will be fixed and the rate will not
increase during that period, or if no such
time period is provided, the rate will not in-
crease while the plan is open.

(g) Promotional Rates—(1) Scope. The re-
quirements of this paragraph (g) apply to
any advertisement of an open-end (not home-
secured) plan, including promotional mate-
rials accompanying applications or solicita-
tions subject to §226.5a(c) or accompanying
applications or solicitations subject to
§226.5a(e).

(2) Definitions. (i) Promotional rate means
any annual percentage rate applicable to one
or more balances or transactions on an open-
end (not home-secured) plan for a specified
period of time that is lower than the annual
percentage rate that will be in effect at the
end of that period on such balances or trans-
actions.

(ii) Introductory rate means a promotional
rate offered in connection with the opening
of an account.

(iit) Promotional period means the max-
imum time period for which the promotional
rate may be applicable.

(3) Stating the term “‘introductory”. If any
annual percentage rate that may be applied
to the account is an introductory rate, the
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term introductory or intro must be in imme-
diate proximity to each listing of the intro-
ductory rate in a written or electronic adver-
tisement.

(4) Stating the promotional period and post-
promotional rate. If any annual percentage
rate that may be applied to the account is a
promotional rate under paragraph (g)(2)(i) of
this section, the information in paragraphs
(@)@ (i) and (g)(4)(ii) of this section must be
stated in a clear and conspicuous manner in
the advertisement. If the rate is stated in a
written or electronic advertisement, the in-
formation in paragraphs (g)(4)(i) and (g)(4)(ii)
of this section must also be stated in a
prominent location closely proximate to the
first listing of the promotional rate.

(i) When the promotional rate will end; and

(ii) The annual percentage rate that will
apply after the end of the promotional pe-
riod. If such rate is variable, the annual per-
centage rate must comply with the accuracy
standards in  8§226.5a(c)(2), 226.5a(d)(3),
226.5a(e)(4), or 226.16(b)(1)(ii), as applicable. If
such rate cannot be determined at the time
disclosures are given because the rate de-
pends at least in part on a later determina-
tion of the consumer’s creditworthiness, the
advertisement must disclose the specific
rates or the range of rates that might apply.

(5) Envelope excluded. The requirements in
paragraph (g)(4) of this section do not apply
to an envelope or other enclosure in which
an application or solicitation is mailed, or to
a banner advertisement or pop-up advertise-
ment, linked to an application or solicita-
tion provided electronically.

Subpart C—Closed-End Credit

§226.17 General
ments.

(a) Form of disclosures. (1) The cred-
itor shall make the disclosures re-
quired by this subpart clearly and con-
spicuously in writing, in a form that
the consumer may keep. The disclo-
sures required by this subpart may be
provided to the consumer in electronic
form, subject to compliance with the
consumer consent and other applicable
provisions of the Electronic Signatures
in Global and National Commerce Act
(E-Sign Act) (15 U.S.C. 7001 et seq.). The
disclosures required by §§226.17(g),
226.19(b), and 226.24 may be provided to
the consumer in electronic form with-
out regard to the consumer consent or
other provisions of the E-Sign Act in
the circumstances set forth in those
sections. The disclosures shall be
grouped together, shall be segregated
from everything else, and shall not

disclosure require-
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contain any information not directly
related3’” to the disclosures required
under §226.18 or §226.47.3 The
itemization of the amount financed
under §226.18(c)(1) must be separate
from the other disclosures under
§226.18, except for private education
loan disclosures made in compliance
with §226.47.

(2) Except for private education loan
disclosures made in compliance with
§226.47, the terms ‘‘finance charge’ and
“annual percentage rate,” when re-
quired to be disclosed under §226.18 (d)
and (e) together with a corresponding
amount or percentage rate, shall be
more conspicuous than any other dis-
closure, except the creditor’s identity
under §226.18(a). For private education
loan disclosures made in compliance
with §226.47, the term ‘“‘annual percent-
age rate,” and the corresponding per-
centage rate must be less conspicuous
than the term “finance charge’ and
corresponding amount under §226.18(d),
the interest rate under §§226.47(b)(1)(i)
and (c)(1), and the notice of the right to
cancel under §226.47(c)(4).

(b) Time of disclosures. The creditor
shall make disclosures before con-
summation of the transaction. In cer-
tain residential mortgage transactions,
special timing requirements are set
forth in §226.19(a). In certain variable-
rate transactions, special timing re-
quirements for variable-rate disclo-
sures are set forth in §226.19(b) and
§226.20(c). For private education loan
disclosures made in compliance with
§226.47, special timing requirements
are set forth in §226.46(d). In certain
transactions involving mail or tele-
phone orders or a series of sales, the
timing of disclosures may be delayed in
accordance with paragraphs (g) and (h)
of this section.

(c) Basis of disclosures and use of esti-
mates. (1) The disclosures shall reflect

37The disclosures may include an acknowl-
edgment of receipt, the date of the trans-
action, and the consumer’s name, address,
and account number.

38The following disclosures may be made
together with or separately from other re-
quired disclosures: the creditor’s identity
under §226.18(a), the variable rate example
under §226.18(f)(1)(iv), insurance or debt can-
cellation under §226.18(n), and certain secu-
rity interest charges under §226.18(0).
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